MINUTES of the
DELAWARE ECONOMIC & FINANCIAL ADVISORY COUNCIL

Buena Vista — May 19, 2014

Attendance:
Member Present Member Present

S. Bhatt Yes K. Lewis Yes
J. Bullock Yes D. Link Yes
L. Davis Burnham Yes A. Lubin Yes
R. Byrd Yes G. Marcozzi Yes
J. Casey Yes J. Martin No
N. Cook Yes C. Morgan Yes
T. Cook Yes M. Morton No
R. Davis Yes J. Polidori No
J. DiPinto No E. Ratledge Yes
F. Dixon No T. Shopa Yes
B. Fasy No G. Simpson Yes
C. Flowers Yes M. George Smith No
R. Glen Yes A. Staton No
G. Hindes Yes D. Swayze Yes
J. Horty Yes J. Twilley No
D. Hudson No A. Visalli No
A. Levin Yes

Members in Attendance: 22
Members Absent: 11

Others Present: A. Aka, P. Carter, K. Dwyer, J. Eisenbrey, V. Ford, D. Gregor, P.
Jackson, J. Johnstone, K. Knight, A. Moffett-Batty, B. Motyl, A. Penney, S. Scola, C.
Stewart and members of the press.

Opening Business: Mr. Lewis called the meeting to order at 3:02 p.m.

The minutes from the April meeting were approved as submitted.
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Expenditure Subcommittee:

Mr. Ratledge presented the Expenditure Subcommittee’s report. In his review of the
Balance Sheet estimate, he noted that funds have moved from Continuing to Reversions,
leaving the May Balance Sheet estimate of $3,777.6 million unchanged from April.
Indeed, the Reversion estimate was raised from $70 million in April to $104.6 million in
May, while the Continuing estimate was decreased from $218.6 million to $184.0 million
during the same period. The estimate for Encumbered was unchanged. (See Table 1a
for complete details).

Mr. Ratledge reviewed the Function Sheet estimate. He reported that the estimates for
Grants and Capital Outlay were decreased by $2.5 million and $0.6 million respectively.
Meanwhile the estimate for Supplies and Materials was raised by $3.1 million. (See
Table 1b for complete details).

A motion was made, seconded and approved to accept $3,777.6 million as the
expenditure estimate for FY 2014. This is unchanged from April's estimate.

Revenue Subcommittee:

Mr. Lewis presented the Revenue Subcommittee’s report.

Economic Qutlook

Mr. Aka reviewed the IHS Global Insight's U.S. macroeconomic forecast. He reported
that IHS now expects greater oil production in coming years as a result of higher oil
prices, leading to an increased outlook for the U.S. economy. Real GDP growth has
increased slightly, compared to last month, but remaining national economic indicators
are basically unchanged. Likewise, most economic indicators for Delaware are
unchanged from last month.

Mr. Aka also presented a special topic titled “Delaware’s Labor Market and Revenue
Spider Charts.” He reported that these charts show an improvement in both Delaware
and U.S. labor markets. However, the “feel good” part of the recovery, as captured by
utilization and confidence measures, has shown the least improvement. He added that
Delaware’s revenue levels have outperformed all state totals since 2007.

Mr. Flowers inquired whether any robust conclusion can be drawn regarding the recovery
in the labor market since labor force participation rates were different in the years used in
the presentation. Mr. Aka replied that the spider charts are better understood as a black
box, which outcomes (i.e., economic variables used in the presentation) show relative
improvements in the labor markets.
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General Fund Revenues - Fiscal Year 2014:

The Revenue Subcommittee recommended the following updates to April’'s estimates:

Revenue Category Apr-14| May-14| Change
Abandoned Property 470.0 455.0 (15.0)
Personal Income Tax 1,396.4 | 1,385.4 (11.0)
Franchise Tax 619.6 629.6 10.0
Corporation Income Tax 180.0 175.0 (5.0)
Franchise Tax Refunds (10.0) (7.0) 3.0
Lottery 218.8 220.7 1.9
Estate Tax 3.0 1.2 (1.8)
Other Refunds (83.4) (82.4) 1.0
Insurance Taxes 53.0 53.9 0.9
Realty Transfer Tax 63.0 63.8 0.8
Hospital Board and Treatment 47.5 48.2 0.7
Corporate Fees 95.2 95.7 0.5

For a complete listing of FY 2014 estimates, see Table 2.

Discussion of FY 2014 Estimates:

Personal Income Tax: Mr. Lewis stated that the decrease in the estimate can
be attributed to lower-than-anticipated Final PIT payments, despite higher
Estimated payments.

Franchise Tax: Mr. Lewis stated that the increase in the estimate was due to
higher collections.

Lottery: Mr. Lewis stated that the increase in the estimate was due to higher
results in Video Lottery.

Abandoned Property: Mr. Lewis said that the decline in the estimate was due
to enforcement issues. In addition Mr. Gregor explained that the weaker
enforcement could be traced to less cooperation from advocates, less cases to
work with at the beginning of the current fiscal year, and the success of the
Secretary of State’s VDA program.

Estate Tax: Mr. Lewis said that the decrease in the estimate was a reflection
of a change in the base.

Realty Transfer Tax: Mr. Lewis said that the increase in the estimate was due
to a tracking change as well as the expected proceeds from the sale of
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AstraZeneca south campus to JP Morgan.

All remaining changes were attributed to tracking.

FY 2014 Estimate Adopted:

A motion was made, seconded and approved to accept the Revenue
Subcommittee’s recommendation of $3,548.4 million as the revenue estimate for
FY 2014.

The estimate represents a $14 million decrease from DEFAC’s April estimate and
an adjusted growth rate of -0.75%.

General Fund Revenues - Fiscal Year 2015:

The Revenue Subcommittee recommended the following updates to April’s

estimates:
Revenue Category Apr-14| May-14| Change
Comoration Income Tax 280.0 260.0 (20.0)
Personal Income Tax 1,450.1 1,438.1 (12.0)
Franchise Tax 643.7 653.8 10.1
Lottery 215.4 218.6 3.2
Estate Tax 10.0 7.0 (3.0)
Realty Transfer Tax 64.0 65.0 1.0
Corporate Fees 98.0 98.6 0.6
Other Refunds (39.9) (39.5) 0.4
Hospital Board and Treatment 47.5 47.8 0.3
Other Revenues 101.1 101.3 0.2

For a complete listing of FY 2015 estimates, see Table 2,

Discussion of FY 2015 Estimates:

Corporate Income Tax: Mr. Lewis stated that the decrease in the estimate
was due to the cancellation of a payment, which was expected in FY 2015.

Lottery: Mr. Lewis said the increase in the estimate reflected changes in Video
Lottery. Moreover, Mr. Gregor explained that year-on-year declines in that
sector has eased recently, resulting in a pick-up in the estimate.

Realty Transfer Tax: Mr. Lewis stated that the increase in the estimate is due
to the AstraZeneca — JP Morgan sales deal.
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Abandoned Property: Mr. Lewis said that the estimate was left unchanged
from last month. Mr. Swayze asked why the turbulence surrounded this
revenue source that occurred in FY 2014 would not repeat itself in FY 2015.
Mr. Gregor answered that audit inventory is being restocked and that more
benefits should be reaped from the Secretary of State’s VDA program. Mr.
Bullock added that the latter takes about 15 months for completion, with 90%
of the firms signing up in the program in June 2013. As a result settlement with
most firms can be expected either later this year or early next year.

Estate Tax: Mr. Lewis stated that the decrease in the estimate was due a

change in the base.

Mr. Lewis reported that all other changes reflected the carrying forward of changes
made in FY 2014 and maintaining previous growth rates.

FY 2015 Estimate Adopted:

A motion was made, seconded and approved to accept the Revenue
Subcommittee’s recommendation of $3,897.1 million as the revenue estimate for

FY 2015.

The estimate represents a decrease of $19.2 million from the April estimate and
an adjusted growth rate of 5.25%.

Balance and Appropriations Worksheet: Mr. Gregor presented the Balance and
Appropriations worksheet. The result of this exercise is attached as Table 3.

Transportation Trust Fund (TTF)

TTF -- Expenditures: Mr. Motyl presented the Transportation Trust Fund’s
expenditure forecast.

State Operations Expenditure: The estimate was raised from $356.4 million
in April to $357.2 million in May. Mr. Motyl explained that the increase was due
to a higher estimate for Operations/Capital Outlay on the back of higher costs
related to storm events. He also said that spending on storm events will
amount to an estimated $18 million in the ongoing fiscal year, which will be
higher than the $17.7 million spent in FY2010 and the usual spending of $3.3
million.

State Capital Expenditure: The estimate was decreased from $169.7 million
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to $168.3 million. Mr. Motyl explained that the decrease was due to project
delays.

Federal Capital Expenditure: The estimate was reduced from $220.0 million
to $213.0 million. Mr. Motyl explained that the decrease was due to project
delays.

GARVEE - US301 Capital Expenditure: The estimate was unchanged at $7.0
million.

A motion was made, seconded, and approved to accept $745.5 million as the FY

2014 TTF expenditure estimate. The estimate represents a decrease of $7.6
million from April's estimate (See Table 4).

TTF -- Revenues: Mr. Motyl presented the Transportation Trust Fund’s revenue
forecast.
FY2014 Estimates:

Toll Road Revenues: There was no change from April’s estimate of $166.5
million.

Motor Fuel Tax Administration: There was no change from April’s estimate
of $114.1 million.

Division of Motor Vehicles: There was no change from April’s estimate of
$160.8 million.

Other Transportation Revenue: There was no change from April's estimate
of $13.8 million.

A motion was made, seconded, and approved to accept $455.2 million as the FY
2014 TTF revenue estimate. The estimate is unchanged from the April estimate.
FY2015 Estimates:

The following changes were made from the April estimate.

Toll Road Revenues: There was no change from April’'s estimate of $168.4
million.

Motor Fuel Tax Administration: There was no change from April’'s estimate of
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$113.2 million.

Division of Motor Vehicles: There was no change from April's estimate of
$165.7 million.

Other Transportation Revenue: There was no change from April's estimate of
$14.4 million.

A motion was made, seconded, and approved to accept $461.7 million as the FY

2015 TTF revenue estimate. The estimate is unchanged from the April estimate
(See Table 5).

Other Business:

Mr. Lewis announced the next scheduled DEFAC meeting dates:

e June 16, 2014
e September 15, 2014
There being no further business, Mr. Lewis adjourned the meeting at 3:50 p.m.

Respectfully submitted,

Arsene Aka
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